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ECONOMIC TRENDS REPORT -- SURINAME 1984 - 1985 
KEY ECONOMIC INDICATORS 


(Unless otherwise specified, values are in millions of U.S. 
dollars. 


The Surinamese Guilder is pegged to the US $ at US$ 1 = SF 
1.78876.) 


Se Oe 
Income, Employment 


GDP at Market Prices 996 1118 1062 1105 
GDP at Constant (1973) Prices 446 474 450 NA 
Per Capita GDP at Market Prices 2810 3105 2870 2980 
Per Capita GDP at Constant 

(1973) Prices 1256 1316 1216 NA 
Labor Force (thousands)! N/A 100.0 100.0 100.0 
Unemployed (percentage) 15 20 20* 
Population (thousands) 3550 3600 3700 370 


Money and Prices (as of December 31) 1 May, 
Money Supply 200.1*235.4 254.4 322.7 


Total Public Debt 82.0 136.4 307.9 427.3 
External Public Debt 25.9 25.3 24.2 
Central Bank Interest Rate (%)  <------------ 5-5 1/2 
Commercial Interest Rate (%) Prime ----6-8 


Average --6-8 ----6-9% 


Mar. 1 
1982 1983 1984 1985 


Retail Price Indices 
pr “March 1969 = 100 
Total (Yearly Average) 282.64 295.0 305.9 316.1 
Food and Drink 266.5 278.5 282.5 294.8 
Housing and Furniture 261.9 276.2 283.2 290.3 
Clothing and Shoes 373.2 396.2 432.0 443.0 
Other 288.8 295.0 309.5 319.1 
May 1 
1982 1983 1984 1985 


Balance of Payments and Trade 
Gold and Foreign Exchange 187.275 91.086 34.3 32.83 
Balance of Payments 
Current Account -153.0 -163.1 -45 N/A 


Capital Account 115.7 +63.8 -10.0 N/A 
Total Account -37.3 -126.3 -55.0 N/A 
Total Export (FOB) 427.7 366.0 355.0 N/A 
U.S. Share 60 63.1 104.6 N/A 
Total Imports 515.0 449.3 345.1 N/A 


U.S. Share 133.9 115.5 89.2*N/A 
Balance of Trade -87.3 -83.3 +9.93N/A 


Government Budget 


Total Revenues 285.0 308.07 
Total Expenditures 454.7 436.87 
Total Deficit 169.7 128.87 


Revised 

Corrected labor force figures and average unemployment 
rates. Beginning 1976 figures result from new method 
of calculating unemployment and include only those 
registered with Ministry of Labor in January of the 
year concerned. 

Lower estimate is Central Bank's. There has been no 
census since 1980. 

These figures reflect, in part, non-payment or late 
payment on imported goods and loans. 

Not to be compared directly with data prior to 1980, 


because of changes in price index and commodity 
substitutions. 


Includes gold valued at $45. per ounce. 


All gold valued at 80% of world market price. 
Estimates. 


SOURCES: Central Bank of Suriname 
Ministry of Transport, Trade and Industry 
Ministry of Labor 
Planning Bureau 
Statistics Bureau 


Netherlands Development Cooperation Mission 
Producing Companies 





GENERAL OVERVIEW 


The Economy in 1984 


Suriname's economy experienced a critical foreign currency 
shortage in 1984, which has continued unabated during the first 
half of 1985. World prices for Suriname's two largest foreign 
currency earners, bauxite products and rice, fell during 1984, and 
remained low in the first half of 1985. Spot shortages of 
imported consumer and industrial goods became more common as 
imports were reduced to preserve foreign currency. Suriname's 
Government is faced with a large internal deficit, financed 
through loans from domestic banks on a concessional basis. 
Relatively low levels of productive lending and high levels of 
deposits have made domestic banks over-liquid. Attempts at 
producing finished goods for export are often inhibited by 
shortages of materials. 


Economic Policy in 1984 


Economic policy makers in Suriname were faced with finding 
solutions to several pressing problems. The most important of 
these, and central to several of the others, is a chronic shortage 
of foreign currency as mentioned above. During 1984, efforts were 
concentrated in three areas in attempting to alleviate the foreign 


currency squeeze. The Government of Suriname attempted to 
negotiate loans on terms acceptable to the Government, with 
foreign banks and international lending institutions. These 
efforts proved unsuccessful. Import substitution industries were 
encouraged. Toward the end of 1984 and during the first half of 
1985, additional emphasis was also placed on encouraging exports. 
Thirdly, efforts were made to improve control of imports. 


Though encouraged by international lending institutions to reduce 
public employment, divest itself of parastatal industries and 
increase taxes, the Government declined to follow these 
recommendations. High unemployment has induced the Government to 
continue to employ over 40 percent of the country's work force. 
Public employment and ideology combine to encourage continued 
government support for public sector industries. Though increased 
government revenues are seen as necessary, strong public 
opposition to increased taxes has effectively prevented any new 
taxation. 


In the first half of 1985 lines of credit have been arranged with 
several countries, and negotiations with others are underway. 
Counter trades involving unsold quantities of rice, timber and 
other commodities are being negotiated and several such trades are 
now underway. 





BACKGROUND 


Until the abolition of slavery in 1863, when the plantation system 
collapsed, Suriname's tropical riches generated a substantial flow 
of wealth to the Netherlands. During World War II Suriname 
prospered as the world's major supplier of bauxite. Since then, 
other countries have greatly surpassed Suriname as economical 
bauxite sources. 


At independence on November 25, 1975, Suriname received a Dutch 
development aid commitment worth $1.5 billion through 1990. This 
second pillar of the Surinamese economy was intended primarily for 
development projects. The Georgia-sized country has a population 
of about 380,000 and a GDP of about $1 billion and offers a 


standard of living far above that of the average, small developing 
nation. 


Since February 25, 1980, when 16 sergeants and enlisted men seized 
power, Suriname's leaders have expressed their intention to 
increase state control over the economy, and have begun to 
exercise greater influence in most sectors. However, Suriname 
still maintains a market economy to a great extent. Suriname has 
sought alternatives elsewhere in the world to the Netherlands and 
the United States as suppliers, markets and economic models as 
well as sources of aid. 


On December 8, 1982, a number of prominent opposition leaders were 
arrested by the military authorities, and 15 were killed while in 
government custody. As a consequence, the cabinet resigred and 
the Dutch Government suspended its massive development aid. The 
United States likewise suspended its 2 year, $1.5 million 
technical assistance agreement. 


The Government of Suriname began to finance through the ordinary 
budget development projects begun with Dutch aid. In the absence 
of Dutch aid and with reduced revenues from the bauxite industry 
as a result of lower world prices, foreign currency reserves were 
drawn upon to finance imports. Rapid depletion of those reserves 
led to a foreign currency crisis in 1984. A chronic shortage of 
foreign currency became the central factor in the Surinamese 
Government's economic policy during 1984 and has remained so 
during the first half of 1985. 


Rapidly increasing internal government debt led the Government of 
Suriname to attempt to impose additional wage taxes in December of 
1983. Five weeks of strike, led by bauxite workers forced the 
Government to repeal the additional tax. International lending 
institutions continue to require increased government revenues and 
reduced outlays as conditions placed upon loans. So far the 
Government refuses to accept the conditions international lenders 
would impose, and therefore has no special access to credit. It 


is in some areas moving in the direction suggested by 
international lenders. 





RECENT POLITICAL DEVELOPMENTS 


A new Cabinet was installed in January 1984, consisting like the 
last Cabinet of nominees of the military, labor and business under 
Prime Minister Wim Udenhout. The military, labor and business 
also nominated members to a new transitional National Assembly 
with a mandate to run to March 31, 1987. The main tasks of the 
Assembly include writing a new constitution, and approving 
legislation and a budget. Following a disagreement in April 1985, 
three Ministers and nine Assembly members nominated by labor were 
dismissed. A new cabinet was installed in June 1985. The new 
members of the cabinet and the National Assembly were chosen from 
those with ties to important political and ethnic groups, in an 
attempt to broaden popular support for the Government. 


The Government has announced its intention to produce a new 
wage-price policy. Though details had not yet been announced by 
July 1985, it is generally expected that any such policy woulé 
include restraints on increases both in wages and in prices. 


LABOR 


The labor pool in Suriname is estimated at about 100,000 in a 
total population of 380,000. An estimated 35 percent of adults 
are functionally illiterate in any of the dozen languages spoken 
here. The public sector in Suriname is the country's largest 
employer. Forty-two percent of the labor force works for the 
Government, which includes semi-governmental manufacturing and 
wholesaling enterprises as well as utilities and public schools. 
Large numbers of workers are also involved in agriculture and in 
retail trade and other services. 


A significant problem for Suriname is the relatively high level of 
unemployment, which is officially estimated at 20 percent. 
Unofficially, unemployment is estimated to be at least 25 percent 
and is much higher among Surinamese youth. With over half the 
population under the age of 16, this problem is likely to grow 
worse, unless there is a rapid expansion of the Surinamese 
economy. 


To prevent the loss of jobs to Surinamese due to the depressed 
economic situation, the Government in 1983 required registration 
of foreign workers in Suriname and restricted layoffs in the 
private sector. 


Both immigration and emigration have had significant effects on 
the labor pool in Suriname. In the years directly prior to and 
after independence, approximately 180,000 Surinamers emigrated, 
mostly to Holland. Among these were many from Suriname's 
professional classes. A similar, but much smaller migration took 
place after the events of December 1982. In the face of declining 
economic conditions, members of the professional and 
entrepreneurial classes continue to look for means to relocate. 
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The result is a decline in the availability of technical, 
professional, and entrepreneurial skill over the last 15 years. 


During the same period, more severe economic circumstances in 
neighboring Guyana drove thousands of Guyanese to Suriname in 
search of work and more readily available consumer goods. 

Guyanese immigrants, along with a smaller Haitian immigrant 
population now, hold many of the jobs at the lowest economic 
levels in the economy, particularly in agriculture and the 
building trades. In January and February of 1985 about 5,000 
Guyanese, most of whom were not legally residing in Suriname, were 
rounded up and forcibly repatriated to Guyana. Such actions 
continue on a reduced scale. 


Suriname's labor force has benefited from one of the strongest 
union structures in South America, and from very favorable 
government policies. The result is one of the highest wage levels 
in South America, and great difficulty of letting workers go. 


Despite high unemployment levels, employment is very high relative 
to the actual economic demand for labor. 


ECONOMIC POLICY 


Economic policymakers in Suriname have in recent years favored 
increasingly restrictive import and labor policies, the 
development of import substitution industry, government ownership 
or control of industries producing basic necessities, and central 
economic planning. A long standing policy of Surinamese 
involvement in all new ventures, by means of joint ventures and 
partnerships, was recently restyled "Surinamization" (partial or 
full participation of Surinamese) of companies in those industries 
which Surinamese could operate themselves. 


After attempting unsuccessfully to arrange loans during 1983 to 
fill the gaps in foreign currency income left by the 
discontinuation of Dutch development aid and plummeting bauxite 
and rice prices, Suriname's Government began, in mid-1984, to seek 
various contertrade arrangements, specifically with Guyana, Iran, 
Colombia, Libya, Brazil, Belgium, Guadeloupe, the Dominican 
Republic and Taiwan. To date, Colombian tires, and Guyanese and 
Dominican sugar have been acquired through barter. Import 
restrictions and monetary restrictions combined to make 
importation of raw materials nearly impossible for many 
manufacturers, and difficult for the rest. Many factories reduced 
or stopped production temporarily in 1985. 


Investment incentives currently on the books include authority to 
negotiate a tax holiday which varies with the magnitude of 
investment, assistance with site location, provision of low-cost 
or no-cost factory shells, and assistance to the investor, via 
INDEX, agency of the Ministry of Transport, Trade and Industry, in 
processing the necessary paperwork. Economic policy and 
circumstance have changed so greatly and new foreign investment 
has been so rare in recent years that, in practice, negotiation of 
an individual package of incentives may be necessary in each case. 





Prior negotiation is particularly important in light of the 
difficulty many foreign firms are currently experiencing in 
repartriating earnings. 


Private firms, particularly in the area of food and other 
necessities, either face stiff competition or have been forced out 
by government-owned parastatal businesses. Though originally 
intended to produce and deliver goods more efficiently and fairly 
than private enterprise could do, and thereby make a profit, the 
parastatals almost without exception show losses every quarter. 


Talk of "Surinamization" (as a policy) is growing in frequency 
though it had not yet been implemented. Those industries in which 
Surinamers are capable of running the entire process e.g. bakeries 
and poultry farms, are reserved for Surinamesse. Oil exploration, 
as an example, is open to foreigners and a tripartite U.S. joint 
venture arrangement was initialed in June 1985. 


FINANCIAL SECTOR 


Surinamese Banks are holding large unproductive cash reserves. 
Lending levels are so low in relation to saving that at least one 
commercial bank might close during 1985. Small business loans 
below commercial rates from government controlled banks, scarcity 
of high cost imported consumer items, and high savings rates have 
cut drastically into commercial banks' lending. The largest share 
of loan money is now going at no interest to the government in 
order to finance its growing deficit. 


Surinamese banks are not used as foreign currency repositories by 
individual Surinamers, as a general rule. Government controls on 
foreign currency transactions have driven foreign currency into 
the black market. The most common black market rate, as of July 
1985, was about 7.5 guilders to the dollar, as compared to 3.5 to 
1 in May of 1984. The official rate is 1.789 to 1. A large 
portion of middle class Surinamers maintain foreign bank accounts 
in the U.S. and Holland, in ostensible violation of Surinamese 
law. Though accurate figures are unavailable, foreign bank 
deposits held by Surinamers are almost certainly amounted to many 


times the foreign currency reserves held by the Central Bank of 
Suriname. 


As of May 1985, foreign currency holdings in Suriname stood at 
approximately $20.8 million. Gold holdings stood at $12 million 
as of April 1985. The combined total of $32.8 million is near the 
1984 level of $34.3 million because of deferred payments of sight 
drafts, and other methods of preserving hard currency. 


At the end of March 1985, a commercial bank found itself unable to 
make payment on the basis of a recently issued letter of credit in 
the amount of $1 million guaranteed by the Central Bank. Though 
the Central Bank has required reconfirmation of all letters of 
credit before use since the spring of 1984, and has severely 
restricted their isssuance, this is the first instance of the 





failure to finance a letter of credit authorized by the Central 
Bank. 


The Government of Suriname has also made no payments since the 
beginning of 1984 on a railway loan, in the amount of $25 million, 
which is guaranteed by the Government of the Netherlands. It is 
the contention of Suriname's Government that the Netherlands has 
withheld money owed to Suriname in the form of development aid, 
and that Suriname should, in turn, relinquish responsibility for 
repaying this loan to the Dutch Government. 


Beginning in the Spring of 1984, the Government began encouraging 
businesses to purchase goods abroad by sight drafts instead of 
letters of credit. One result has been the importation of large 
quantities of goods for which banks could not provide foreign 
currency for payment in a timely manner. Demurrage of 120 days 
while goods sit on the docks in Paramaribo is not uncommon. 


MINERAL SECTOR 


Suriname's minerals sector is, because of bauxite, the most 
important sector in terms of foreign currency earning. Two 
aluminum companies operate in Suriname. The larger, Suralco, is a 
wholly own subsidiary of Alcoa. The smaller, Billiton, is 
subsidiary of Royal Dutch Shell. The Government-owned oil 
producting company, Staatsolie, produces about 1000 barrels of oil 
per day, with plans to expand production to 5000 bbl/day by 1990. 
Small quantities of gold and granite are produced here, and kaolin 
exists here but is not mined. 


Depressed world aluminum prices and new competition from cheaper 
sources in Australia, Guinea and other countries have reduced 
demand for expensive Surinamese bauxite and its derivatives. In 
1984 a contract between Suralco and Venezuela for bauxite expanded 
Suriname's total bauxite by 630,000 MT. Total bauxite shipment 
for calender year 1984 increased by 582,807 MT (130 percent) 
compared with 1983. Alumina shipments decreased by 6828 MT (-1 
percent) in 1984 compared with 1983. Aluminum shipments increased 
by 560 MT (2 percent) in 1984 compared with 1983. 


A contract between bauxite workers and Suralco, signed in May of 
1985, freezes wages and reduces benefits to workers, thus helping 
Suralco to keep costs down somewhat in the near term. 


AGRICULTURAL SECTOR 


Total agricultural output in 1984 was approximately $101 million, 
about 10 percent of GDP. Agricultural products, along with 
bauxite and bauxite products make up about 90 percent of 
Suriname's total exports. Rice, shrimp, timber, bananas, edible 
palm oil and sugar are important agricultural products for 
Suriname. Agriculture has long been looked to as a potential 
source of economic strength and growth in Suriname. Agricultural 
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loans are provided by the Government and by international 
development agencies. After the Government, the agriculture 
sector is the largest employer in Suriname. 


RICE 


Rice is Suriname's most important crop and the Government has its 
own experimental rice development station at Wageningen in Western 
Suriname. An irrigation project which is planned to be 
operational by the end of 1985 will double the rice growing area 
in the Nickerie district by 12,500 hectares. Other planned 
expansion totals 7724 hectares. 


Suriname's relatively high production costs, around $300 to $310 
per ton, may lead to a competitive disadvantage should world 
prices for rice continue to fall. Currently, benefits under the 
Lome Convention allow Suriname to export rice to Europe, where a 
$50/ton premium is paid for the exceptionally long grain grown 
here. 


Surplus rice was offered in several barter deals in late 1984 and 
in 1985. The existence of substantial surpluses has led to a 
shortage of storage capacity. With the first crop for 1985 being 
harvested a new problem has developed. There are not sufficient 
storage and drying facilities available. since large cuantities 
of rice have have not been sold the Surinaine Government is seeking 
to barter rice for other commodities. 


SHRIMP 


In December 1984, the Government of Suriname acquired the 
remaining shares of Surinam American Industry Ltd. (S.A.I.L.) from 
Castle and Cooke, and became the sole owner of SAIL, the larger of 
two shrimp companies located in Suriname. The second company, 
SUJAFI, is a Japanese owned company. The U.S. and Japan are by 
far the largest markets for Suriname's shrimp. Total shrimp 
production in 1984 amounted to 2,941 tons. Total export for 1984 
was 3,167 tons valued at $53 million. 


The Surinamese Government, now owner of S.A.I.L., is attempting to 
market a part of the catch. As an inexperienced newcomer to a 
very competitive market, the Government is getting off to a slow 
start. 


BANANAS 


Beginning in 1985, banana production decreased due to bad weather 
conditions. Planned annual production amounts to 1 million boxes 
Because of the bad weather conditions the quality has dropped 
somewhat, but it is expected that replanting will improve the 
quality. Government owned banana plantations earned approximately 
$10 million in foreign exchange in 1984. The British market buys 
all of Suriname's exported bananas and would probably absorb any 
increase in production of Surinamese bananas over the next few 
years. 





WOOD PRODUCTS 


Wood and wood products are significant foreign currency earners 
for Suriname. However, the low profitability of rain forest 
timbering and reduced sawing capacity due to fire at the largest 
sawmill in the country have limited production. Planting of 
timber for harvest has been attempted, but results were not 
favorable enough to prompt commercialization. The country's 
manufacturers organization has requested that $10 million be made 
available by the Government for development of the Surinamese 
timber industry. 


OILPALM 


After rice, the second large agricultural crop is palm oil most of 
which is domestically consumed. The total area under cultivation 
is 5833 hectares. Suriname's only palm oil refinery at Victoria 
produced 4.9 million liters of oil in 1984. A second, larger 
refinery is planned to handle the production of recently 
cultivated palms. 


SUGAR 


Historically, annual national consumption of sugar is estimated at 
12 thousand tons. Production for 1985 is estimated at 5.5 
thousand tons. As a result sugar both white and brown must be 
imported. 


Though traditionally an important crop for Suriname, sugar no 
longer provides foreign currency income. An explosion at the 
sugarmill has reduced production of alcohol. The Suriname 
Government, because of the present foreign exchange situation, is 
trading edible oil for sugar with Guyana and railway ties for 
sugar with the Dominican Republic. 


IMPLICATIONS FOR U.S. INVESTORS AND SUPPLIERS 


Getting money out of Suriname, both payment for goods or services, 
and earnings from investments, has become increasingly difficult. 
Any dealings in Suriname require a careful determination of the 
conditions under which hard currency or its equivalent can be 
expatriated from Suriname. A continuing deterioration of 
Suriname's foreign currency position means that even those firms 


currently receiving prompt and complete payment may experience 
difficulty in the future. 


Shortages of imported industrial materials are likely to reduce 
profitability as long as foreign currency remains in critical 
shortage. Manufacturers may reasonably expect interruptions in 
production. Less likely, but still possible, is complete closing 
as a result of supply shortages. 
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The policy environment is unpredictable. Official positions 
regarding the import or export of goods, expatriation of earnings, 
nationalization, taxation, labor, foreign currency bank accounts, 
and a wide variety of other issues, may change with little notice, 
In the face of declining economic and social circumstances, policy 
changes in recent years have generally been such as would 
discourage foreign investment, and make sales to Suriname somewhat 
riskier. 


Governmental import agencies have a strong bias toward suppliers 
in Latin America and the rest of the third world. Already a small 
market, Suriname has become less attractive to U.S. suppliers as 
prompt payment becomes less likely. 











